Michigan Department of Treasury
496 (02/08)

Auditing Procedures Report

lssuad under P.A. 2 of 1968, as amended and P A, 71 of 1819, as amended.

Local Unit of Government Type Local Unit Name County
OCounty  city [OTwp [Ovilage XOther | Munising Housing Commission Alger
Fiscal Year End Cpinion Date Date Audit Report Submitted to State
12/31/2006 9/18/2007 101212007
We affirm that:

We are certified public accouniants licensed to practice in Michigan.

We further affirm the following material, “no” responses have been disclosed in the financial statements, including the notes, or in the
Management Letter {report of comments and recommendations).
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Check each applicable box below. {See instructions for further detail.}

All required component units/funds/agencies of the local unit are included in the financial statements and/or disclosed in the
reporting entity notes to the financial statements as necessary.

There are no accurmulated deficits in one or more of this unit's unreserved fund balances/unrestricted net assets
(P.A. 275 of 1980) or the locat unit has not exceeded its budget for expenditures.

The local unit is in compliance with the Uniform Chart of Accounts issued by the Department of Treasury.
The local unit has adopted a budget for all required funds.

A public hearing on the budget was held in accordance with State statute.

The local unit has not viclated the Municipal Finance Act, an order issued under the Emergency Municipal Loan Act, or
other guidance as issued by the Local Audit and Finance Division,

The local unit has not been delinguent in distributing tax revenues that were collected for another taxing unit.
The local unit only holds deposits/investments that comply with statutory requirements.

The locat unit has ne iilegal or unauthorized expenditures that came to our attention as defined in the Bulfetin for
Audits of Local Units of Government in Michigan, as revised {see Appendix H of Bulletin).

There are no indications of defalcation, fraud or embezzlement, which came to our attention during the course of our audit
that have not been previously communicated fo the Local Audit and Finance Division (LAFD). If there is such activity that has
not been communicated, please submit a separate report under separate cover.

The lecal unit is free of repeated comments from previous years.
The audit opinion is UNQUALIFIED.

The local unit has complied with GASB 34 or GASB 34 as modified by MCGAA Statement #7 and other generally
accepted accounting principles {(GAAP).

The board or council approves all invoices prior to payment as required by charter or statute.
To our knowledge, bank reconciliaticns that were reviewed were performed timely.

If a lecal unit of government (authorities and commissions included) is operating within the boundaries of the audited entity and is not
included in this or any other audit report, nor do they obtain a stand-alone audit, please enclose the name(s), address(es), and a
description{s} of the authority and/or commission,

[, the undersigned, certify that this statement is complete and accurate in all respects.

We have enclosed the following: Enclosed | Noti Required {enter a brief justification}

Financlal Statements

The letter of Comments and Recommendations NA

Other (pescrive) NA

Certified Public Accourttant {Firm Name) Telephone Number

Andersen, Tackman & Co., PLC 906-774-4300

Street Address City Siate Zip

201 E. Hughitt Street Iron Mountain M1 49801

AuthoWaﬁum Printed Name License Numbser
= - P S Shane M. Ellison 263063
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INDEPENDENT AUDITORS’ REPORT

Board of Commissioners
Munising Housing Commission
Munising, Michigan

We have audited the accompanying basic financial statements of the business-type activities of
the Munising Housing Commission as of and for the year ended December 31, 2006 as listed in
the Table of Contents. These basic financial statements are the responsibility of the

Commission’s management. Our responsibility is to express an opinion on these basic financial
statements based on our audit.

We conducted our audit in accordance with the auditing standards generally accepted in the
United States of America and the standards applicable to financial audits contained in
Government Auditing Standards, issued by the Comptroller General of the United States. Those
standards require that we plan and perform the audit to obtain reasonable assurance about whether
the basic financial statements are free of material misstatements. An audit includes examining,
on a test basis, evidence supporting the amounts and disclosures in the basic financial statements.
An audit also includes assessing the accounting principles used and significant estimates made by
management, as well as evaluating the overall basic financial statements presentation. We
believe that our audit provides a reasonable basis for our opinion.

In our opinion, the basic financial statements referred to above present fairly, in all material
respects, the respective financial position of the business-type activities of the Munising Housing
Commission as of December 31, 2006, and the respective changes in financial position and cash
flows, thereof for the year then ended in conformity with accounting principles generally
accepted in the United States of America.

In accordance with Government Auditing Standards, we have also issued our report dated
September 19, 2007 on our consideration of the Munising Housing Commission’s internal control
over financial reporting and our tests of its compliance with certain provisions of laws,
regulations, confracts and grant agreements and other matters. The purpose of that report is to
describe the scope of our testing of internal control over financial reporting and compliance and
the results of that testing, and not to provide an opinion on the internal control over financial
reporting or on compliance. That report is an integral part of an audit performed in accordance

with Government Auditing Standards and should be considered in assessing the results of our
audit.

201 E. HUGHITT, P.Q. BOX 828 IRON PMOUNTAIN, MICHIGAN 49801 (906} 774-4300  FAX (S08) 774-6926



The Management’s Discussion and Analysis on pages 5 through 8 is not a requiréd part of the
financial statements but is required by the Governmental Accounting Standards Board. We have
applied certain limited procedures, which consisted principally of inquiries of management

regarding the methods of measurement. However, we did not audit the information and eXpress
ne opinion on it,

Our audit was conducted for the purpose of forming an opinion on the financial statements that
collectively comprise the Munising Housing Commission’s basic financial statements. The
Financial Data Schedule is presented for the purpose of additional analysis as required by the
U.S. Department of Urban Housing and Development and is not a required part of the basic
financial statements. The Financial Data Schedule has been subjected to the auditing procedures
applied in the audit of the basic financial statements and, in our opinion, is fairly stated in all
material respects in relation to the basic financial statements taken as 2 whole.

ANDERSON, TACKMAN & COMPANY, PLC
Certified Public Accountants
Iron Mountain, Michigan

September 19, 2007



MANAGEMENT DISCUSSION AND ANALYSIS (UNAUDITED)

Our discussion and analysis of the Munising Housing Commission’s financial performance provides an
overview of the financial activities for the year ended December 31, 2006. Please read it in conjunction
with the Commission’s financial statements, which begin on page 9.

FINANCIAL HIGHLIGHTS

- Net assets for the entire Commission were $1,777,834 for the year ended December 31, 2006
compared to $1,863,513 for the year ended December 31, 2005.

- The Commission’s operating revenues totaled $483,533 for the year ended December 31, 2006 and
$459,944 for the year ended December 31, 2005, while operating expenses totaled $675,007 for the
year ended December 31, 2006 and $670,925 for the year ended December 31, 2005.

USING THIS REPORT

This annual report consists of a series of financial statements. The Statement of Net Assets, Statement of
Activities, Statement of Revenues, Expenses and Change in Net Assets, and the Statement of Cash Flows
{on pages 9 to 12) provide information about the activities of the Commission as a whole and present a
longer-term view of the Commission’s finances.

REPORTING THE COMMISSION AS A WHOLE

Our analysis of the Commission as a whole begins on page 9. One of the most important questions asked
about the Commission’s finances is “Is the Commission, as a whole, better off or worse off as a result of
the year’s activities”? The Statement of Net Assets, Statement of Activities, Statement of Revenues,
Expenses, and Change in Net Assets, and the Statement of Cash Flows report information about the
Commission as a whole and about its activities in a way that helps answer this question. These statements
include all assets and liabilities using the accrual basis of accounting, which is similar te the accounting
used by most private-sector companies. All of the current year’s revenues and expenses are taken into
account regardless of when cash is received or paid. These two statements report the Commission’s net
assets and changes in them. You can think of the Commission’s net assets — the difference between
assets and liabilities — as one way to measure the Commission’s financial health, or financial position.
Over time, increases or decreases in the Commission’s net assets are one indicator of whether its
financial heaith is improving or deteriorating. You will need to consider other non-financial factors,
however, such as changes in the population of Jow income and elderly individuals.

In the Statement of Net Assets, Statement of Activities, Statement of Revenues, Expenses, and Change in

Net Assets, and the Statement of Cash Flows the Commission’s activities are reported as business-type
activities:

- Business-type activities — The Commission charges rent to tenants fo help cover all or most of the
costs of services it provides.



REPORTING THE COMMISSION’S MOST SIGNIFICANT FUNDS

Our analysis of the Commissicn’s major activities begins on page 9. The financial statements provide
detailed information on all of the Commission’s activities. The Commission uses proprietary funds to
account for its activities. The method of accounting for proprietary funds is explained below.

- Proprietary funds — The Commission charges tenants rent for the housing services it provides and
these services are reported in a proprietary fund. Proprietary funds are reported in the same way for
its activities and are reported in the Statement of Net Assets and the Statement of Revenues,
Expenses, and Change in Net Assets.

THE COMMISSION AS A WHOLE

The Commission’s combined net assets for the year ended December 31, 2006 decreased $(85,679) from
the year ended December 31, 2005.

Table 1
NET ASSETS
Assets
December 31,
2006 2005
Current assets $ 406,929 $ 397,529
Capital assets (net) 1,511,699 1,573,654
Total assets 1,918,628 1,971,183
Liabilities
Current liabilities 92,092 63,599
Noncurrent liabilities 47,802 44,071
Total liabilities 140,794 107,670
Net Assets
Invested in capital assets,
net of related debt 1,511,699 1,573,654
Unrestricted 266,135 289,859
Net Assets $1,777,834 $1,863,513 .

Net assets of the Commission stood at $1,777,834 for the year ended December 31, 2006 compared to
$1,863,513 for the year ended December 31, 2005. Unrestricted net business assets were $266,135 for
the year ended December 31, 2006 compared to $289,859 for the year ended December 31, 2005, In
general, the Commission’s unrestricted net assets are used to fund operations of the Commission. The
increase in current liabilities was largely due to a $18,669 increase in accounts payable.



Table 2

CHANGE IN NET ASSETS
Year Ended December 31,
2006 2005
Revenues:
Program revenues:
Charges for services _ $ 215,539 § 216,162
Program grants and subsidies 342,838 335,242
General revenues:
Other revenues 15,680 6,194
Unrestricted investment earnings 15,271 10,249
Total revenues 589,328 567,847
Program Expenses:
Operating expenses 675,007 670,925
Change in net assets (85,679) (103,078)
Net assets - beginning of period 1,863,513 1,966,591
Net assets - end of period $1,777,834 $ 1,863,513

BUSINESS — TYPE ACTIVITIES

Revenues for the Commission totaled $589,328 for the year ended December 31, 2006 compared to
$567,847 for the year ended December 31, 2005. The Commission’s average unit months leased on a
monthly basis had remained the same during the current year. In addition, HUD operating funds and
capital funding grants had increased during the current year. The Commission depends on HUD
operating and capital grants to assist in covering its operating expenses. The increase in operating
expenses was largely due to a $2,558 increase in general expenses.



CAPTIAL ASSETS
Capital Assets

The Commission had $4,097,415 invested in a variety of capital assets including land, equipment and

buildings for the year ended December 31, 2006 compared to $3,992,792 for the year ended December
31, 2005.

Table 3

CAPITAL ASSETS
Business - Type Activity

December 31,
2006 2005

Land-and improvements $ 382,929 $ 382,929
Building and improvements 3,508,609 3,406,521
Equipment 205,877 203,342

Total 4,097,415 3,992,792
Less accumulated depreciation (2,585,716) (2,419,138)

NET CAPITAL ASSETS $1,511,699 $1,573.654

The Commission invested $106,440 in capital assets during the year ended December 3 i, 2006,
ECONOMIC FACTORS AND NEXT YEAR’S BUDGETS AND RATES

The Commission’s appointed officials considered many factors when setting the budget for the calendar
year 2007. The current availability of low income and elderly tenants has been a major contributing
factor in establishing the budgeted amounts. In the upcoming year, we do not anticipate any significant
change in the occupancy rate and availability of new tenants that will provide any substantial increase in
tevenues. There continues to be a variety of inflationary cost and expense issues out of the control of the
Commission. All of these were taken into consideration during the 2007 budget process.

CONTACTING THE COMMISSION’S FINANCIAL MANAGEMENT

This financial report is designed to provide the readers with a general overview of the Commission’s
finances and to show the Commission’s accountability for the money it receives, If you have questions
about this report or need additional financial information, contact the Commission’s Executive Director,
John Oas, at 200 City Park Drive, Munising, Michigan 49862, or call 906-387-4084.



ANDERSON, TACKMAN
& COMPANY, P.L.C.
CERTIFIED PUBLIC ACCOUNTANTS
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MUNISING HOUSING COMMISSION

STATEMENT OF NET ASSETS
Proprietary Fund
December 31, 2006
CURRENT ASSETS:
Cash and equivalents $ 35,568
Accounts receivable 20,624
Investments 348,551
Prepaid expenses 2,186
TOTAL CURRENT ASSETS 406,929
NONCURRENT ASSETS:
Capital assets 4,697.415
Less accumulated depreciation (2,585.716)
NET CAPITAL ASSETS 1,511,699
TOTAL ASSETS 1,918,628
CURRENT LIABILITIES:
Accounts payable 33,969
Accrued liabilities 59.023
TOTAL CURRENT LIABILITIES 92,992
NONCURRENT LIABILITIES 47,802
TOTAL LIABILITIES 140,794
NET ASSETS: -
Investment in capital assets, net of related debt 1,511,699
Unrestricted net assets 266,135
NET ASSETS ¥ 1,777,834

The accompanying notes to financial statements are an integral part of this statement.
G
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CERTIFIED PUBLIC ACCOUNTANTS

MUNISING HOUSING COMMISSION
STATEMENT OF REVENUES, EXPENSES, AND CHANGE
IN NET ASSETS
Proprietary Fund

For the Year Ended December 31, 2006

OPERATING REVENUES:
Tenant revenue
Program grants-subsidies
Other income

TOTAL OPERATING REVENUES

OPERATING EXPENSES:
Administration
Tenant services
Utilities
Maintenance
General
Housing assistance payments
Depreciation

TOTAL OPERATING EXPENSES
OPERATING (LOSS)
NONOPERATING REVENUES AND {EXPENSES):
Capital grants
Interest income
Loss on sale of fixed assets
TOTAL NONQPERATING REVENUES AND (EXPENSES)
CHANGE IN NET ASSETS
NET ASSETS, BEGINNING OF YEAR

NET ASSETS, END OF YEAR

The accompanying notes to financial statements are an integral part of this statement,

i1

$ 2153539
252,163

15,831

483533

149,139
11,271
110,144
138,261
27,123
70,912

168,157

675,007

{191.474)

90,675
15,271

(151)
105,795
(85,679)

1,863,513

B 1177834
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ANDERSON, TACKMAN

& COMPANY, P.L.C.

CERTIFIED PUBLIC ACCOUNTANTS

MUNISING HOUSING COMMISSION
STATEMENT OF CASH FLOWS

Proprietary Fund

For the Year Ended December 31, 2006

CASH FLOWS FROM OPERATING ACTIVITIES:
Cash received from customers
Cash received from grants and subsidies
Cash payments to suppliers for goods and services
Cash payments for wages and related benefits
Cash payments for payment in lieu of taxes
Other receipts

NET CASH (USED) BY OPERATING ACTIVITIES

CASH FLOWS FROM CAPITAL AND RELATED FINANCING ACTIVITIES:
Capital grants
Acquisition of capital assets
Preceeds from sale of fixed assets

NET CASH (USED) BY CAPITAL AND
RELATED FINANCING ACTIVITIES

CASH FLOWS FROM INVESTING ACTIVITIES:
Purchase of investments
Investment income

NET CASH PROVIDED FROM INVESTING ACTIVITIES

NET (DECREASE) IN CASH AND EQUIVALENTS

CASH AND EQUIVALENTS, BEGINNING OF YEAR
CASH AND EQUIVALENTS, END OF YEAR

RECONCILIATION OF OPERATING INCOME TQ NET
CASH PROVIDED BY OPERATING ACTIVITIES:
Operating income {loss)
Adjustments to reconcile operating income to net
cash provided by operating activities:
Depreciation
Changes in assets and liabilities:
Decrease {Increase) in receivables
Decrease (Increase) in prepaid expenses
Increase (Decrease) in accounts payable
Increase (Decrease) in accrued Liabilities

NET CASH (USED) BY OPERATING ACTIVITIES

$ 216,364
232,180
(238,897)
(225,652)
(9,198)
15,831

(9.372)

90,675
(106,440)
85

(15,680}

(13,542)
15,347

1,805

(23,247)

58,815

§ 35,568

$ (191,474

168,157

(19,158)

23)
18,669
14,457

$ (9,372

The accompanying notes to financial statements are an integral part of this statement.
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CERTIFIED PUBLIC ACCOUNTANTS

MUNISING HOUSING COMMISSION

NOTES TO FINANCTIAL STATEMENTS
December 31, 2006

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

THE REPORTING ENTITY

The Munising Housing Commission (Commission) was formed by the City of Munising,
Michigan under Public Act 18 of 1933 of the State of Michigan. The Commission
operates under a Board of Commissioners appointed by the City Mayor.

The Commission manages 74 units of low rent public housing units and 23 section 8
vouchers, of which, for financial reporting purposes, includes all of the activities relevant
to its operations.

Component Unit

In evaluating how to define the Commission for financial reporting purposes, management
has considered all potential component units. The decision to include a potential
component unit in the reporting entity was made by applying the criteria set forth in
GASB Statement #14, The Financial Reporting Entity and as amended by GASB
Statement #39,

The criteria established by the Governmental Accounting Standards Board for determining
the various governmental organizations to be include in the reporting entity’s financial
statements include budget adoption, taxing authority, funding, appointment of the
respective governing board, and scope of public service.

Based on the foregoing criteria, it was determined that there are no component units of the
Munising Housing Commission, but the Munising Housing Commission is a component
unit of the City of Munising, Michigan.

The accounting policies of the Commission conform to accounting principles generally
accepted in the United States of America. The following is a summary of such significant
policies.

BASIS OF PRESENTATION

The Commission presents its financial statements in accordance with Governmental
Accounting Standards Board {(GASB) Statement No. 34.

Government-Wide Financial Statements:

The Statement of Net Assets, Statement of Activities, Statement of Revenues, Expenses
and Change in Net Assets, and the Statement of Cash Flows display information about the
Commission as a whole. They include all business-type activities of the Commission.
Business-type activities are financed in whole or in part by fees charged to external parties
for goods or services.

13
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CERTIFIED PUBLIC ACCOUNTANTS

MUNISING HOUSING COMMISSION

NOTES TO FINANCIAL STATEMENTS
December 31, 2006
{Continved)

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

BASIS OF PRESENTATION (Continued)

Proprietary Fund

Proprietary Funds are used to account for operations, (@) which are financed and operated
in a manner similar to private business enterprises - where the intent of the governing body
is that the costs (expenses, including depreciation) of providing goods or services to the
general public on a continuing basis be financed or recovered primarily through user
charges; or (b) where the governing body has decided that periodic determination of
revenues earned, expenses incurred, and/or net income is appropriate for capital
majntenance, public policy, management control, accountability, or other purposes.

MEASUREMENT FOCUS AND BASIS OF ACCOUNTING

Measurement focus is a term used to describe “which” transactions are recorded within the
various financial statements. Basis of accounting refers to “when” transactions are
recorded regardless of the measuremenit focus applied.

Measurement Focus:

The government-wide Statement of Net Assets, Statement of Activities, Statement of
Revenues, Expenses and Change in Net Assets, and the Statement of Cash Flows are
presented using the economic resource measurement focus as defined below.

a. The Commission utilizes an “economic resources” measurement focus. The
accounting objectives of this measurement focus are the determination of
operating income, changes in net assets, financial position and cash flows.
All assets and liabilities, whether current or noncuirert, associated with their
activities are reported.

Basis of Accounting:

The Statement of Net Assets, Statement of Activities, Statement of Revenues, Expenses
and Change in Net Assets, and the Statement of Cash Flows are presented using the
accrual basis of accounting. Under the accrual basis of accounting, revenues are
recognized when eamned and expenses are recorded when the liability is incurred or
economic asset used. Revenues, expenses, gains, losses, assets, and liabilities resulting
from exchange and exchange-like transactions are recognized when the exchange takes
place.

As allowed by GASB Statement No. 20, the Commission’s business-type activity follows

all GASB pronouncements and FASB Statements and Interpretations that were issued on
or after November 30, 1989, except those that conflict with 2 GASE pronouncement.

14
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CERTIFIED PUBLIC ACCOUNTANTS

MUNISING HOUSING COMMISSION

NOTES TO FINANCIAL STATEMENTS
December 31, 2006
{Continued)

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

ASSETS, LIABILITIES AND NET ASSETS

a.

itemn.

Cash and Equivalents — The Commission’s cash and cash equivalents, as reported in
the Statement of Cash Flows and the Statement of Net Assets, are considered to be
cash on hand, demand deposits, and short-term investments with maturities of three
months or less,

Receivables — All receivables are reported at their gross value and, where
appropriate, are reduced by the estimated portion that is expected to be uncollectible.

Due to and Due From Other Programs - Interprogram receivables and payables arise
from interprogram transactions and are recorded by all funds affected in the petiod in
which transactions are executed.

Capital Assets - Capital assets purchased or acquired are capitalized at historical cost
or estimated historical cost. Donated capital assets are valued at their estimated fair
market value on the date recejved.

The costs of normal maintenance and repairs that do not add to the vatue of the asset
or materially extend asset lives are not capitalized. Improvements are capitalized and

depreciated over the remaining useful lives of the related capital assets,

Depreciation on all assets is provided on the straight-line basis over the estimated
useful lives as follows:

Buildings and improvements 10-40 vears
Furniture and other equipment 5-10 years

The Commission has adopted a capitalization policy for capital assets of $500 per

Compensated Absences - It is the Commission’s policy to permit employees to
accumulate a limited amount of earned but unused sick leave and vacation days,
which will be paid to employees upon separation from the Commission. The cost of
vested sick leave and vacation days are recognized as an expense as earned by the
employees.

Equity Classification

Government-Wide Statements:
Equity is classified as net assets and displayed in two components:

1. Invested in capital assets — Consists of capital assets, net of
accumulated depreciation.

15
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CERTIFIED PUBLIC ACCOUMTANTS

MUNISING HOUSING COMMISSION

NOTES TO FINANCIAL STATEMENTS
December 31, 2006
(Continued)

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

ASSETS, LIABILITIES AND NET ASSETS {Continued)

2. Unrestricted net assets — All other net assets that do not meet the
definition of “restricted” or “invested in capital assets, net of related
debt.”

REVENUES AND EXPENSES

Operating revenues and expenses are those that result from providing services and
producing and defivering goods and/or services. It also includes all revenue and eXpenses
not related to capital and related financing, noncapital financing, or investing activities,
Expenses are classified by operating and nonoperating and are subclassified by function,
such as salaries, supplies, and contracted services.

OTHER SIGNIFICANT ACCOUNTING POLICIES

Interprogram Activity;

As a general rule, the effect of activity between programs has been eliminated from the
government-wide statements.

The transfers of cash between the various Authority programs are reported separately from
revenues and expenses as operating transfers in or (out), unless they Iepresent temporary
advances that are to be repaid, in which case, they are carried as assets and liabilities of the
advancing or borrowing program.

Interprogram receivables and payables are eliminated from the Statement of Net Assets.

Budgets and Budgetary Accounting:

Budgets are adopted on a basis prescribed or permitted by the Department of Housing and
Urban Development. All annual appropriations lapse at fiscal year end. The Commission

follows these procedures in establishing the budgetary date reflected in the financial
statements:

1. The Director submits to the Board a proposed operating budget for the fiscal
year commencing on January 1%, The operating budget includes proposed
expenses and the means of financing them. Prior to December 31%, the
budget is legally adopted by Board resolution.

2. Formal budgetary integration is employed as a management control device
during the year.

3. The budget has been amended. Supplemental appropriations were made
during the year with the last one approved prior to December 31%.

16
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CERTIFIED PUBLIC ACCOUNTANTS

MUNISING HOUSING COMMISSION

NOTES TO FINANCIAL STATEMENTS
December 31, 2006
{Continued)

NOTE B - CASH AND INVESTMENTS

Cash and Equivalents

The Commission’s cash and equivalents, as reported in the Statement of Net Assets,
consisted of the following;

Petty cash ¥ 100
Checking accounts 17,704
Savings accounts 17,764

TOTAL 3 35,568

Custodial Credit Risk. Custodial credit risk is the risk that in the event of 2 bank failure,
the Commission’s deposits may not be returned. State law does not require, and the
Commission does not have a policy for deposit custodial credit risk. As of December 3 1,
2006, the Commission’s cash and equivalents were not exposed to credit risk due to them
being fully insured.

Investments
The Commission’s investments, as reported in the Statement of Net Assets, consisted of

the following:
(Investment Maturities in Years)

Fair Less Than
Investment Type Value 1 Year
Certificates of Deposit $348,551 $348,551

Investments are recorded at fair market value, which is based on quoted market prices.

Michigan statutes authorize the Commission to invest in bonds, other direct obligations
and repurchase agreements of the United States, certificates of deposit, savings accounts,
deposit accounts or receipts of a bank which is a member of the FDIC, commercial paper
rated at the time of purchase within the two highest classifications established by not less
than two standard rating services and matures within 270 days of date of purchase,
bankers” acceptances of United States banks, obligations of the State of Michigan and its
political subdivisions, externa] investment pools, and certain mutual funds.

Custodial Credit Risk. Custodial credit risk is the risk that in the event of a bank failure,
the Commission’s investments may not be returned. As of December 31, 2006, the
Commission held investments in excess of F.D.LC. insurance limits in the amount of

$106,999 of which was collateralized by a FHLMC with a market value of $198,040 at
December 31, 2006,
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NOTES TO FINANCIAL STATEMENTS
December 31, 2006
(Continued)

NOTE B - CASH AND INVESTMENTS (Continued)

Interest Rate Risk. Interest rate risk is the risk that changes in interest rates will adversely
affect the fair value of the Commission’s investments. State law limits the allowable
investments as described above. The Commission does not have a formal investment
policy that limits investment maturities as a means of managing its exposure to fair value
losses arising from increasing interest rates.

Credit Risk. Credit risk is the risk that an issuer or other party to an investment will not
fulfill its obligations. The Commission has no investment policy limiting its investments
in excess of state law on investment credit. Ratings are not required for the Commission’s
investments outlined above. The Commission’s investments are in accordance with
statutory authority.

Concentration of Credit Risk. The Commission places no limit on the amount the
Commission may invest in one issuer. However, the Commission is required to have ali
funds in excess of insured amounts to be collateralized. The Commission’s investments
and balances are with the following financial institutions:

Peoples State Bank, Munising, MI $189.436
Munising Community Credit Union, Munising, MI . 79,148
Republic Bank, Munising, MI 79,967
Total $348,551

NOTE C - CAPITAL ASSETS

A summary of capital assets for the year ended December 31, 2006 is as follows:

Balance Balance

1-1-06 Additions Deletions 12-31-06
Land and improvements $ 382929 % - % - % 3829209
Building and improvements 3,406,521 102,088 - 3,508,609
Equipment 203,342 4,352 (1,817 205 877

3,992,792 § 106440 $ (1,817) 4,097,415

Accumulated depreciation (2419,138) $(168,157) $ 1,579  (2,585,716)

Net capital assets $1,573,654 $1,511,699

Depreciation expense for the year was $168,157.
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NOTE D - RISK MANAGEMENT

The Commission is exposed to various risks of loss related to torts; theft of, damage to,
and destruction of assets; errors and omissions; injuries to employees; and natural
disasters. The Commission maintains commercial insurance covering each of those risks
of loss. Management believes such coverage is sufficient to preclude any significant
uninsured losses to the Commission, Settled claims have not exceeded this commercial
coverage in any of the past three fiscal years.

NOTEE - USE OF ESTIMATES

The preparation of financial statements, in conformity with accounting principles
generally accepted in the United States of America, requires management to make
estimates and assumptions that affect the reported amounts of assets and labilities and
disclosure of contingent assets and liabilities at the date of the financial statements, and
the reported amounts of revenues and expenses during the reporting period. Actual
results could differ from those estimates.

NOTE F - VULNERABILITY DUE TO CERTAIN CONCENTRATIONS

The Commission is dependent upon the Department of Housing and Urban Development
(HUD) to fund its operations through operating subsidies and capital funding grants.
Total revenues for the year ended December 31, 2006 totaled $589,328 of which
$342,838 or 58.2% was from HUD subsidies and grants.

The operations of the project are subject to rules and regulations of HUD. These rules
and regulations are subject to change. Such changes may occur with short notice and
could create a lack of funding to pay for operational related costs, including the
additional administrative burden to comply with the changes.

NOTE G- PENSION PLAN
The Commission has established a SEP-IRA plan of which the Commission contributes §%

of qualified wages. To be eligible, an employee must have twelve continuous months of
service. The Commission contributions to the Plan during the year amounted to $11,874.

19




SUPPLEMENTAL
INFORMATION

20

SLINVLNNODYY D1718Md A3IdLWAD

"0 Td ANVdINOD 2  WW.
NYWMOYL ‘NOSHAGNY AN




SEowISIRIS [eIouRUly 0} ser0u Sutdueduosoe oag

L&t LEY £86°61 860°8 FICAL SLESSY INTYANO Tv10L 051
R = - SOSTT wol enp wedorder]  fpl
981°C - - 981'C . sostpdye predalg  zi]
1£6°8¥¢ - - [§9°%: 143 SIUATNSSAUY  [€X
[§]oSEE U210 IS0
Yoo 0L £3661 - 19 STINOIDE [IYINOP JOJ SIOUBMO[TE JO 19U ‘SA[qealesal [B10] 071
£EC - - £E¢ S[qQRAIR0RI 1SN PANUDDY 671
. - - - SIUBUS] - STURODOE [TYIQROP JOf 20UBMONY  1°9T]
201 - - 201 SHIRUS) ~3[QRAISOSI SJENOIDY 97
£86°61 £86°61 - - syoofoid 10410 (INY - SQEAINSI SUN0DY 771
'S2[QEAIS0D] SBI0U PUR SIUMOdIY
855°5€ t 860°8 OLY'LT gsexpero] 001
8956t § - $ 860°8 ¥ 0LV LT $ PR32LGSaNm - 4Sen Il
osen)
SIESSY INTHAND
SLHSSY
TY1OL wes3oly $IaUonop | BuIShoOH TonduossQ UN0ITY # ey sury
puny Teyden) 20104 onang
Suisnoyy ongng Swsnoy WY Mo
9007 ‘1€ 12quass(
punyg Ampoudoaj
AINGAHOS VLVA TVIONVNIA

NOISSTAINIOD DNISANOH DNISINIIA

2}

SINYLINAQODY DI78Nd J31ILLB3D

"0Td ANVAWOO 3 WA
NVIWXOVL ‘NOSHAANY AN




fl

SJUSHUIBIE)S [RIDURULY 0) sajou Surkuedwosoe aog

I8¥°T2 - - 18+°¢C worpod Juaino - ssoussqe payesusdwios panuody  ZZE
Y60y - i¢ £50' a|qesed soxe) [[osked/sdem ponioy 7€
696'cc  $ - $ €8 $  988ct § skep 06 = s)qeded siumosoy 7€
SHILITIGVIT LNTEAND
SALLITIGYIT
SLASSY TN NV SHILI'TIEVI]
961°EH6T § FAX AL 3 3608 ¢ 99L°C6L°1 § SLISSY TVLOL 061
6691181 SYETTI - 0SE°68E°T SLISSV INHTANONON TVIOL 081
669°TIST 6VETZT . 0S£°68¢°T uONeIo91dap PTEINUINGY JO 19U ‘SIASSE POXT [EIOL 09
- - - - ssaifoxd ur wononmsuo)d 91
(914°685°2) (660°T7) - (£19°¢95°D) uolzeroedsp paje[umaoy 891
LSEYTE - - LSETE siwawescadun ployases]  §91
051°851 SH8L - SOE'0ST worensIunape - Alsumoew s juswdmbs ‘amyumy 9|
$TLLY - " SZLLY sSunTemp ~ Alsuryaewr 3 yuswdmbe ermymm g €51
809°805°¢ £09°9¢1 - S00TLE S - sfupiing 791
TLE'8S - - TL5°88 peey  19%
:sj0582 POXI]
‘SIESSY INFTINONON
IVYLOL wressosd SISUIMOA, duisnoy uondiInsa(] Junosoy # W] surgy
pung fexide)) 0101 angnd
dursnol] stjqng 3usnofg JUFY MO
9007 ‘1€ Joquisoa(y
pung Arejarrdoryg
ATNTHHDS VIVA TVIONVNIA

NOISSTWIWOO) DNISIOH DNISINIA

22

SLNVINAOIDY N8Nnd GIrIle30

'07d ANVdN0D ® WRN
NYIYOVL ‘NOSHAANY AN




SJUBUIajR)S JRISUBULY 01 $e10u Fuiduedwioooe asg

96LEP6’T § TEETTH] $ 860°8 §  99LT6LT § S13SSV LAN GNV SHLLIIEVIT TV10L 009
VES'LLLT (3SR 4Al 66€'t 980°7$9 SLASSY LAN TVLOL ¢I1§
§£1°997 . 66E°¢ 9ELTIT 5)a5SE J9U pAOIRsamy) 171§
6691161 6¥eTel - 0SE°68E°1 1Gep pale|sl 10 19U ‘Sesse [ended UL JUSLNSSAT]  ['80S
S14d58Y LEN
79£°691 £86°61 669 089°0%1 STIIHIVITTVLOL 00¢
208°Ly - . T08°Ly SFLIHIVITINSTINONON TVLOL  0SE
708 LY - - Z08LYy JUALMD YOU ~ §50U3sqe pajesuadutos panuosy  ¢5¢
095°LT1 £86°61 6691 8L8°C6 SALLITAVYIT INTLANRD TV10L 01€
$9¢°bT E86°61 S8y - wog snp wresdordw]  LpE
§SoY¥ - - SSO°Y SSMUAASI PAIIIS(J  Z¥E
$TYLL - - STHLY spsodop Aumoss WeUsY  TpE
891°01 . - 80101 USHIWISACE 1910 - Stgeded SMCSY  £6¢
TVIOL WeBor] SIH[ONO A, Susnoq rondiIsag] JUR0O0Y & UIoy] 96
puny mEde) ao101) arand
Suisnof aqnd Bursnoyy Uy MO
9007 ‘1€ Toqueoa(]
punj Lregarrdoag
ATAAIHIS VLV TVIONVNIA

NOISSTAINOD DNISNOH DNISINAN

23

SINVANNOODY O178Nd A3I4FH30

"0"Td ANVAINOD 2 WMWLAY
NVIDIOVL ‘NOSHIANY MW




SIUSIISIE)S Jerowenly 0} soj0U Fuliuedwosse seg

61671 - 12601 S1C'8¢] QALBLSIUIPY [e10],

0£6°0¢ - L61°¢ £EL°LY sanensrnupe “Junersdo 190 916

P19°6¢ - £¥2T PLEES aAnELSIUNDE -SUCHRYLITOD JJausq sokojdurg  §J6

Ly9's - e £TP'S saouasqe pajesuaduio)  yig

006T - 06T 019T seoy Bumpny 716

3 h 2 - 196" 180°6/ Solrees SANBLSAMUDY  1]6

PANERSIUTLPY
SHSNAdXH

8TE°68S ETI°LET L86°C8 82C°69¢ ANNIATY TYLOL 004
(150 - . (151} SI3$SE POXY JO S[eS UC SSO[ / URD  91L

1£8°C1 - - 1£8°61 MULASLISYID) G4

127561 - 1¢€ 0z6'y1 PAOINSSIUT « SUWOOUT JUSUNSIAY]  F1L

$L906 SLY06 - - swwead rendeDd 17904

£97°25T gEYOY 9978 680°€T1 sweld VHA GNH - 90L

6€5°¢17 - - 6£5°61C STU2ASL 1E09] [0 -SOL

101 - - 101 JORO  ANUSAE JURUY, 0L

gEr'sIT 8 - £ - £ BEPCIC 8 SMUIADI [EIURL JUBTA JON €04

SANNdATA
TYLOL WeIFo1g SIATONO A, T Fusnoy wondiinsa] RINGIY & Tay] aury
puny Tende) 201040 SICUE
Sursnoyy Suisnoyy WY MO
siqng

9007 ‘1€ 10quada(g papuy Ies A Ui 10

puny Arejaradory
TINAAHDIS VLVA TVIONVNIA

NOISSTAWOD ONISIIOH DONESINIAL

SLNVLNNCIDY JNEnd d3141Lu30

'0"1d ‘ANVdN0D » WA
NVIMOVL ‘NOSHIANY e

24




—

sjymowsIe)s [Rloueuy 01 selou Suldusduwosse sog

AVURTAIEA [RI0L

197°8¢1 - 192°8¢€1
10L°%¢€ - 104°6€ anteyaUIRl AIGUIPIO -SIONNGINUED 1gousq sakopdwy  Cvé
F0£°91 - 10£°01 $1500 JPRNUGD - SUCHEIAdO ple SSTeUMITeUT ABUIPIO 56
9L8°T1 - 9,811 1930 7 S[elssjel - suonelsdo pue soueusuTeur ARUWIPIO 76
£8£°0L - £8¢°04, I0GE] - SUOLRIdO DUE SOUBLLONIETI ATRRIDIO 146
SAULASIUTEFA]
PEU0E] - (22803 solIMmN reel
oIy - o'ly sed) £€6
LS6'ES - LS6°EE Anornosld €6
SPIgE - sri‘se FRNEM 1€6
SN
1LT1T - 147711 10130 - SIIAISS JUEUIY,  HI6
:$0IALISS JURUS T,
TVLOL wrersorg SISUONIO A, T gwisnoy wondIBsag U0y # WaI[ 2Ur']
puny yended 20101 onqng
fusnoy Susnoy oY Mo
onang

9007 ‘1€ J9qUIS0S(] PSPUT 183X oY1 104

punJ Areporidos g
HIOTAHIS VEVA TVIONVNIA

NOISSTATA OO ONISONOH DNISINA

25

SLMYLNNOOIY JNEnd QZI4ILEES

'0"Td 'ANVdWOD 3 MWLM
NVIMIOVL ‘NOSHIGNY AN




sjsawayers eroitedly 0) sayou Sutfuedurosse 9og

- {8£¥°0P) - 8EHOY (sasn) se0MOS BUDURUY ISRO FEI0L 0101
8£r'or) (8€p9¥) . - o siggswen Sugerad)  7pol
gchior - - gEP'or uy sygzsuen Sutered 1001
{(s9sn} $20IN08 TWOUWRTY JOIND
L00°SL9 10T°€1 £ER°IS £L6°6LS SASNIIXE TYLOL 606
251891 102°€1 - 966 V51 asusdye uonersids] Pl
TI60L - Z160L - simwled sowesisse SUSNOH €46
06£°€ST £T1°LE] 990°TL (68L°56) SHSNHIKT ONIIVYITLO
YIAQ INNIATT ONILVIHIO §SHOXH 0L6
BEGSEY - 126°01 L10°¢TY SASNAJXH ONILVITd0 TV.LIOL 696
14 YA - . £T1'iT sesuadxy Te1suan) [@10]
0807 - - 0£0'C SjuRl JUBUS) - SIGOP PR ¥96
891°01 - - 841°01 soxe) Jo 0o W syuamked €96
$T6 1 - - STEP1 sumnmuord sowemsa 196
:598uadX2 Feransn)
TYIOL TeIF0LE SIOUSNOA T gmsnog ToNdLI085(] JON0DY & THO)] U]
puny feide)) N10YD onang
Sumsnoy Swsnoy ey M0

aMqnd

9007 ‘1€ oquIooa(] papuy Tee f 91 10

pun g Lreprrdoay
TINAEHOS VLVA TVIONVNIA

NOISSHATNOD DNISIOH DNISINNA

26

SLNYLNNCIDY JMand 331310830

'0"1d ‘ANVINOO 3 WA
NVINNOVL ‘NOSHIANY sy




SjuSTERIe)S [erourRuLy 0] sojou durduedwosse s3g

¥0°¢  § - $ ¥80°¢ $ - $ Aynbs sjuswided soupisisse Bmsnoy @111
Si¢ $ - $ 983 $ - g Ambs 957 SANBNSIUAIPY  £11]
791°1 - 182 188 PaSEa] SYNUOW 310n JO JoqUMN {71}
69171 . 182 888 S[qejleA spUOTI NNy OTIT
9t9'ze § - $ 9£9°78  $ - $ SIqRHEAY SHOBNGIIUCD fentuy 0], 9711
9¢9ze ¢ - $ 9978 § - $ {(D0V Iad) WAWRIALOY) SUOHNGINUOY [eNUWY WNmIXe  €f1]
- $  (ptzos) ¢ - $ ¥ET99  § sigpsuex] Aynby ‘syusunsalpy pousg 1oud 011
£IS°E98° TS 60KIIT  § $YTT $ 6$T°05L°1 § £ymbe SuproiBeg €017
BONBUIONY] N0 OINTIN
(6L9'¢8}y &  vi¥iL % eIl $ Log91) ¢ SHSNAIXA TYLOL (a3
YHAAQ SANTATI TYLOL J0 {XONIIAFA) SSHIXH 0001
TVIOL weIsorg SITOTOA T Fusnog : TondiIssa(] JUNoo0Y # W] ouiq
puny rEnde) 010D Aang
ooy Jursnoy WY MO

SHang
900T 1€ Joquada(] papug Ies A 213 10

puny Lreyorrdoag
HIOAAHDS VEVA TYIONVNIA

NOISSTNINOD ONISQ0H DNISINIA

27

SINWINNCOOY ONEnd Q31411630

"0 Td ANVANOD 2 WA
NYIMOVL ‘NOSHIGNY N




vy

ANDERSON, TACKMAN

& COMPANY, PL.C.

CERTIFIED PUBLIC ACCOUNTANTS

REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING AND ON
COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF FINANCIAL
STATEMENTS PERFORMED IN ACCORDANCE WITH GOVERNMENT AUDITING
STANDARDS

Board of Commissioners
Munising Housing Commission
Munising, Michigan

We have audited the financial statements of Munising Housing Commission as of and for the year
ended December 31, 2006, and have issued our report thereon dated September 19, 2007. We
conducted our audit in accordance with auditing standards generaily accepted in the Unjted States of
America and the standards applicable to financial audits contained in Government Auditing
Standards, issued by the Comptroller General of the United States.

Internal Control Over Financial Reporting

In planning and performing our audit, we considered Munising Housing Commission’s internal
control over financial reporting as a basis for designing our auditing procedures for the purpose of
expressing our opinion on the financial statements, but not for the purpose of expressing an opinion
on the effectiveness of Munising Housing Commission’s internal control over financial reporting,
Accordingly, we do not express an opinion on the effectiveness of Munising Housing Commission’s
internal control over financial reporting,

A control deficiency exists when the design or operation of 2 control does not allow management or
employees, in the normal course of performmg their assigned functions, to prevent or detect
misstatements on a timely basis. A significant deficiency is a control deficiency, or combination of
control deficiencies, that adversely affects the entity’s ability to initiate, authorize, record, process, or
report financial data reliably in accordance with generally accepted accounting principles such that
there is more than a remote likelihood that a misstatement of the entity’s financial statements that is
more than inconsequential will not be prevented or detected by the entity’s internal control,

A material weakness is a significant deficiency, or combination of significant deficiencies, that results
in more than a remote likelihood that a material misstatement of the financial statements will not be
prevented or detected by the entity’s internal control.

Our consideration of internal control over financial reporting was for the limited purpose described in
the first paragraph of this section and would not necessarily identify all deficiencies in internal control
that might be significant deficiencies or material weakness. We did not identify any deficiencies in
internal control over financial reporting that we cousider to be a material weakness, as defined above.

Compliance and Other Maiters

As part of obtaining reasonable assurance about whether the Munising Housing Commission’s
financial statements are free of material misstatement, we performed tests of its compliance with
certain provisions of laws, regulations, contracts and grants, noncompliance with which could have a
direct and material effect on the determination of financial statement amounts. However, providing
an opinion on compliance with those provisions was not an objective of our audit and, accordingly,
we do not express such an opinion. The results of our tests disclosed no instances of noncompliance
that are required to be reported under Government Auditing Standards.
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CERTIFIED PUBLIC ACCOUNTANTS

REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTIN G AND ON
COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF FINANCIAL
STATEMENTS PERFORMED IN ACCORDANCE WITH GOVERNMENT AUDITING
STANDARDS

This report is intended solely for the information of the Board of Commissioners, management and
the Department of Housing and Urban Development and is not intended to be and should not be used
by anyone other than those specified parties.

Z&m@c&n@@, %

ANDERSON, TACKMAN & COMPANY, PLC
Certified Public Accountants
Iron Mountain, Michigan

September 19, 2007
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